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ATLANTIC ACCEPTANCE CORPORATION LIMITED 


Report of the Receiver and Manager 


The Receiver and Manager submits herewith the financial statements of Atlantic Acceptance Corpora- 
tion Limited, in Receivership, as at December 31, 1968, together with the auditor’s report thereon. These 
are in the form submitted in the previous year with the addition of comparative figures for 1967. 


The Combined Statement of Deficiency in Net Assets, Exhibit 1, discloses the assets under the control 
of the Receiver and Manager. Short- -term investments held at the year- -end, Suk funds available 


Saneeent of the instalment due on October 1, 1968. $2, 500,000 of these notes mature on October tober 1,1969 
and the balance a year later. These investments, combined: with the cash balances in banks, total 
$87 ,064,4 488 out of the § estimated realizable value of assets under the control of the Receiver 


The residual assets of the Receivership, which represent unliquidated receivables, appear as instalment 
notes and accounts receivable, $847,471, and estimated amounts due in respect of the sale of former 
subsidiaries, $5,416,515, both amounts substantially reduced by collections during the year. To a con- 
siderable extent, however, the latter amount represents cash held in the accounts of trustees in bankruptcy, 
pending settlement of litigation. Details are provided in a later section of this report. 


Income taxes recoverable were, in large part, settled during the year through refunds received. 
Additional recoveries, beyond the amount shown, are still being sought. Investment in and advances to 
Lucayan Beach Hotel and Development Limitéd "increased during the year through an advance to the 
hotel company to acquire the company which held the management contract under which the hotel had 
been operated from acquisition up to August 31, 1968. Details are provided in a separate section covering 
the operation of the hotel. Actual cash receipts from the hotel company, on account of interest, were in 
excess of the accrual in 1968. 


The shares of Great Northern Capital Corporation Limited were disposed of during the year at a 
substantial profit over cost, the sale proceeds being in excess of $2,000,000. The shares were acquired 
originally as a consideration for the sale of a subsidiary, Commodore Sales Acceptance Limited, to Great 
Northern Capital in a transaction which also reserved to the Receivership all of the recoveries in the 
liquidation of Commodore’s then receivables. The profit on the sale is shown in Exhibit 2, the Combined 
Statement of Deficit, along with other adjustments to the value of net assets. 


Exhibit 3, the Combined Statement of Loss, includes this year the detail of administrative expense 
formerly shown in a separate statement. Segregated as a separate item is the adjustment, designated as 
foreign exchange, for the decline in value of the U.S. dollar portion of the short-term investments. This is 
not, therefore, an administrative expense, but an adjusting figure only. It is more than offset by the 
adjustment downward, in the Combined Statement of Deficit, by $604,367 of the outstanding debt payable 
in U.S. dollars. These figures swing from year to year and have been reversed, since the year-end, by the 
relative weakness of the Canadian dollar in the foreign exchange market. 


The detail of administrative expense is similar to the comparative figures for the previous year. 
Virtually all of this expense, except for legal and audit, and printing and postage for financial statements 
and reports to noteholders, is incurred by G.A.C. in the collection of residual receivables and shared by 
the Receiver and Manager by agreement. 


Subsidiaries 


The estimated further recoveries on instalment notes and accounts receivable of subsidiaries are as 
follows: 


The Prenuer Finance Corporation Limited... oc). .06 6. cess a ce se $ 60,000 
PAM TIC SCC RT MCG EITULCG | sah ir< faa cc's) cies, aly #5 pegs ak es ea dns 699,600 
ree. aor rata il nice dah Latah Audi hi hak dats: 41,741 
Ponmcdore PActocs: Laimited he wy Mey ON i Lehot Se MAE YE, 46,130 

$847,471 


Only Adelaide Acceptance still has a significant potential realization and the ter partofthisisin || /}, 
cash Rela He ruse in Bankrupt of Aurora Leasing Corporation Limited, pending outcome of the _ lf if 
under arrangem 


The amounts due in respect of the sale of former subsidiaries are detailed in Note 3. Of the $4,887,697 
estimated realization in the assets of Commodore Sales Acceptance, approximately one-half represents {| _4~ 
cash held by the trustee in bankruptcy of Aurora Leasing mentioned above. The estimated recovery onthe %* 
Aurora Leasing indebtedness is based on the possibility of an unfavourable decision in the Ae pend- k 


, 


held by ‘Commodore. A court decision upholding that security would decals ty ina a larger recovery. 


The estimated recovery of $385,684 from Atlantic Finance Corporation Limited is based on 25% of \\\ 
residual receivables still held for collection in the offices of G.A.C. International. Average collection ex- \" 
perience to date has been in excess of 50% after expenses. Also included is an amount for income taxes 
recoverable under the terms of the sale of this subsidiary to G.A.C. Additional recovery, amounting to a 
further possible recovery of approximately $600,000 which is not reflected in the financial statements, is 
anticipated in respect of the sale through the savings effected by the subsidiary in the application of 
prior losses. a 


The receivables of Standard Discount Corporation Limited have been entirely liquidated except for A 


recoveries on accounts previously written off which are being collected for the Receiver and Manager on 


a percentage basis. The amount of $142,864 shown at the year end has been collected in full and additional 
recovery may approximate $25,000. The very satisfactory experience with this former subsidiary is in 


considerable part due to the effort and cooperation received from the former owners of this business, who 


assisted in the successful liquidation of its receivables under an agreement to share in the recoveries on 


{an incentive basis. 
oc ERT 


Current Financial Position 


At the date of this report, the Receiver and Manager holds the following amounts on term deposit 
’ with banks and other trust companies and in obligations of Canadian provinces: 


(CAM ACTA Te LUGS eee aes eee ee he SURI MED BMV CO) SRT batt Ee $40,039,000 
U.S: toads at Canadian dollar-equivalent. ila) (8s Ve a eds sche Be as 44,500,000 


$84,539,000 


The notes of G.A.C., amounting to $4,927,511 prior to accrued interest, could also be classified now 
as short-term investments, since $2,500,000 is repayable on October 1, 1969 and the balance a year later. 


The policy of maintaining up to one-half of these funds in U.S. dollars has been maintained and, with 
short-term rates in the U.S. currently higher than those in Canada, the interest penalty has disappeared. 
Recent deposits in Canadian dollars have been made at rates of 8.05% and in U.S. dollars at 9%. These 
deposits are all made for a six-month term and have prior withdrawal privileges if required for distribution 
to noteholders. 


The accrual of interest at these high rates increased the estimated recoveries to $107,000,000 as at 
May 31, 1969. 


Written-off Accounts 2 


The function of the Special Services Office, maintained by G.A.C. for collection of these accounts, 
continues to be justified by recoveries. There has been an average monthly recovery of $35,000 with applic- 
able expense of about $10,000, half of which is legal and court costs. Collections are increasingly difficult 
since most accounts were originated at least five years ago and the remaining receivables are pretty much 
‘hard-core’. About 11,000 accounts, on which $7,700,000 is owing, are still being worked but the salvage 
on these is likely to be minimal. That the continuing effort has been worthwhile is evidenced by the gross 
recoveries to date of $2,000,000. | 


Lucayan Beach Hotel and Development Limited 


The interim report of the Receiver and Manager issued in November, 1968 outlined the action to 
terminate the management contract under which the hotel had been operated for three years. Since that 
time officers of the Receiver and Manager and of The Clarkson Company Limited have been closely 
involved in management along with the hotel management consultants whose services were then retained. 
Operating results at the hotel have shown a marked improvement and operating profits are forecast, for 
the current year ending September 30, 1969, to be $1,000,000. Of this amount 20% will accrue to the 
management consultants and to the hotel staff under existing profit-sharing arrangements and the balance 
will be available for depreciation and repayment of accrued interest on the advances from the Receiver and 
Manager. This is in addition to $500,000 of income from the casino rental which is withheld from the hotel 
operation and is also available for interest payments and reduction of advances. 


The earnings forecast reflect greatly improved business for the hotel as a result of increased sales 
effort and the rising traffic to Freeport, Grand Bahama. Particular attention has been paid to repairs and 
maintenance, replacement of equipment and improvement of the standards of appearance and service. 
These have tended to increase costs in the current year but should enhance the prospects for sale. A great 
deal of time has been spent with would-be purchasers but negotiations, so far, have been inconclusive. 


It was mentioned earlier that cash receipts from the Hotel in 1968 exceeded the interest accrual on 


advances during the year. So far, in 1969, payments from the Hotel on account of interest on advances have 
totalled $715,000 U.S. 


Litigation concerning Senior Notes 


Delays in the completion of examinations for discovery and interlocutory proceedings concerning such 
examinations have prevented the fixing of a trial date in the action brought by Connecticut General Life 
Insurance Company to determine the validity of certain senior notes of Atlantic Acceptance. Counsel for 
Montreal Trust Company is continuing to press for an early conclusion of these pre-trial proceedings to 
avoid further postponement of the trial of the action. 


July 25, 1969 
MONTREAL TRUST COMPANY, 
Receiver and Manager. 


Pee: |. G. Haxton, 


Vice-President. 


ATLANTIC ACCEPTANCE CORPORATION LIMITED 
in Receivership 


MONTREAL TRUST COMPANY, 
Receiver and Manager 


FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


PRICE WATERHOUSE & Co. 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 
FINANCIAL STATEMENTS - DECEMBER 31, 1968 


INDEX 


Atlantic Acceptance Corporation Limited - In Receivership: 
Combined Financial Statements 
Financial Statements (as a corporation) 


The Premier Finance Corporation Limited - In Receivership: 
Financial Statements 


Adelaide Acceptance Limited: 
Financial Statements 


Atlantic Acceptance (Toronto) Limited: 
Financial Statements 


Commodore Factors Limited: 
Financial Statements 


Concourse Agencies Limited: 
Financial Statements 


Pay As You Study Plan Limited: 
Financial Statements 


Lucayan Beach Hotel and Development Limited: 
Financial Statements - September 30, 1968 


Pages 


EFtoms 
14_to’ 25 


26 


a2 


38 


43 


49 


eH 


53 


to 


to 


to 


to 


to 


to 


to 


31 


37 


42 


48 


50 


52 


60 


PRICE WATERHOUSE & Co. 


CHARTERED ACCOUNTANTS is poe 245 


TORONTO-DOMINION CENTRE 


TORONTO 111 


May 23, 1969. 


AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


_ We have examined the accompanying combined financial statements for 
1968 (Exhibits 1, 2 and 3) of Atlantic Acceptance Corporation Limited - In 
Receivership. 


Scope of examination: 


Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


_ The primary purpose of our examination was to enable us to form an 
Opinion on whether or not the Combined Statement of Deficiency in Net Assets as 
at December 31, 1968 fairly presents the financial position at that date of 
Atlantic Acceptance Corporation Limited - In Receivership and to report on the 
transactions recorded during the year then ended under the direction of the 
Receiver and Manager. 


Combined Statement of Deficiency in Net Assets 


as_ at December 31, 1968 -(Exhibit 1): 


\ 
\ 


2 Atlantic Acceptance Corporation Limited has been in receivership 

since June 17, 1965 and its business and assets are in the process of liquidation. 
As a consequence, the assets shown in the Combined Statement of Deficiency in 

Net Assets are stated at estimated realizable values. Because of the uncertain- 
ties in determining the estimated realizable value of certain important assets, 
which are referred to below, we are unable to express an opinion on the Combined 
Statement of Deficiency in Net Assets as a whole. 


However, in our opinion, cash ($1,057,993, subject to the comment 
concerning bank deposits of $967,279 in Note 2 to the combined financial statements) , 
short-term investments ($81,005,892), income taxes recoverable ($127,905), 6% 
Capital Notes of General Acceptance Corporation ($5,000,603), and fixed assets 
($2) are fairly presented in the Combined Statement of Deficiency in Net Assets. 

Our comments on the other assets shown in the statement are as follows: 
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We consider that the estimated realizable value of instalment 
notes and accounts receivable ($847,471) and the estimated 
amounts due in respect of sale of interest in former subsidiary 
companies ($5,416,515) as referred to in Note 3 to the combined 
financial statements have been carefully determined in the 
light of current conditions. However, because of the uncertain- 
ties arising from the liquidation of the accounts and other net 
assets, the actual amount realized may be greater or less than 
the estimated value recorded in the accounts. 


The investment made by the Receiver and Manager in Lucayan Beach 
Hotel and Development Limited through shares, debentures and 
advances totals $11,251,045 (Note 4 to the combined financial 
statements). We have been unable to form an opinion as to the 
amount which may be realized from this investment. 


We are also of the opinion that the liabilities are fairly presented 
in the Combined Statement of Deficiency in Net Assets except that: 


Full provision has not been made for the compensation of the 


Receiver and Manager (Note 6 to the combined financial 
statements). 


Litigation is pending which seeks to establish that senior notes 
issued after August 17, 1964 are not entitled to the security 
of the Senior Note indenture (Note 11 to the combined financial 
statements). The Combined Statement of Deficiency in Net Assets 
has been drawn up on the basis that the senior debt of $133,562,050 
is entitled to the security of the indenture. 


Combined Statement of Deficit as at June 1/7, 
1965, the date when the company went into 
receivership, as adjusted to December 31, 
1968 | CExhibie 2): 


We have reviewed the adjustments made during the year ended December 31, 
1968 by the Receiver and Manager relating to the assets and liabilities as at 
June 17, 1965 as set out in the Combined Statement of Deficit as at June 17, 
1965, and consider them necessary in order to state the net assets at their 
estimated realizable value at December 31, 1968. 


Combined Statement of Deficit for the period 
from June 18, 1965 to December 31, 1968, 
while the operations of the companies were 
under the control of the Receiver and Manager 
(Exhibit 2), 

and 

Combined Statement of Loss for the year ended 

December 31, 1968 (Exhibit 3): 


Except that no provision has been made for the operating loss of the 
unconsolidated subsidiary company, Lucayan Beach Hotel and Development Limited 
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(Note 4 to the combined financial statements), in our opinion the Combined 
Statement of Loss for the year ended December 31, 1968 presents fairly the 
combined income and expenses arising during the year from the net assets under 
the control of the Receiver and Manager, and the Combined Statement of Deficit 
for the period from June 18, 1965 to December 31, 1968 presents fairly the 
cumulative results of operations during that period. 


Pace ie geriaee 


Chartered Accountants. 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINED STATEMENT OF DEFICIENCY IN NET ASSETS 
(See Note 1 for basis of preparation of combined financial statements) 


Assets under the control of the Receiver and Manager: 
Cash (Note 2) 


Short-term investments, maturing within one year, 
at cost plus accrued interest (including in 1968 
S36, 200,080 (US? "S335 743,197) payanle smn 
UUS. adollass)= 

Deposit receipts of Canadian chartered banks 

Guaranteed investment certificates of Canadian 
trust companies 

Provincial treasury bills 

Hydro electric commission notes, guaranteed by 
provincial governments 


Instalment notes and accounts receivable, 
at estimated realizable value 


Estimated amounts due in respect of sale of interest 
in former subsidiary companies (Note 3) 


Income taxes recoverable and, in 1967, miscellaneous 
accounts receivable, at estimated realizable value 


Investments and advances: 

Lucayan Beach Hotel and Development Limited 
(Note 4) 

6% Capital Notes of General Acceptance 
Corporation, due October 1, 1970, at 
cost plus accrued interest (Note 5) 

Shares of Great Northern Capital 
Corporation Limited 


Fixed assets, at nominal value 


Forward 


Exhibit l 


December 31 


1968 


$ 1,057,993 


36; 9745990 


20,401,691 
16,765,697 


___ 6,863,514 


81,005,892 


847,471. 


5,416,515 


127,905 


ti, 25),045 


5,000, 603 


16,251,648 


2 


$104 FORGI6 


1967 


S 1,575,782 


40,190,718 


7,793,437 
152,495 


18,034, 320 


66, 170,970 
1,252,576 
80235 393 


123,087 


105576592 


Lopes jo Pas 2 Se 


700, 000 


EP I629 18 


peer 2 


S07 572 88 


Forward 


Deduct- Liabilities of the Receiver and Manager: 
Accounts payable and accrued liabilities 


Estimated realizable value of net asse 


Exhibit 1 
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December 31 
1968 1967 
$104,707 ,426 S97, 74 COOL 


214,624 213.890 


ts 


under the control of the Receiver and 
Manager, before full provision for the 
compensation of the Receiver and Manager 
(Note 6), being 96.1% of the principal 
amount ($108,712,494) due to senior note- 


holders as at December 31, 1968 


Deduct- Senior debt (Note 7) 
Deficiency in net assets to meet senio 


debt outstanding, before full provis 
for the compensation of the Receiver 


104,492, 802 9753613001 


133,962,050 £27,106, 962 


r 
ion 


and Manager (Note 6) 


Other liabilities: 
Subordinated debt (Note 8) 
Junior subordinated debt (Note 9) 
Accounts payable and accrued. liabilities 
Dividends payable 
Contingent liabilities (Note 10) 


Deficiency in net assets 


Represented by: 
Capital stock 


ie? *Defiert, (Exnibiiey 2): 
As at June 17, 1965 as adjusted to 
end of year 

For the period from June 18, 1965 to 


29,069,248 30,407,561 
20 202,033 IES) SS ts} Sy7/ 
5, 20,4012 5,024,799 
ip ey xe) Pas Ses 
249,430 249,430 
ZIROIS NOLS 24,703,609 
54,924,296 Sy 525 ZO 
—- 
AS 
Ie Oy Oey S14p400% 087 
61,259,949 63,7235 bz 


end of year 


(The accompanying notes are 
of the combined financial 


5,842,845 


(693566,.257) 


8,119,434 


(69,379, 383) 


$ 54,9245296- S$ 557TELYI70 


an integral part 
statements.) 


Exhibit 2 
ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


COMBINED STATEMENT OF DEFICIT 
AS AT JUNE 17, 1965, 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP, 
AS ADJUSTED TO DECEMBER 31, 1968 


Year ended December 31 
1968 1967 


Balance at June 17, 1965 as adjusted to 
beginning of year SOS ./ 2a nr $65,497,059 


Deduct- Adjustments during the year ended December 
31 relating to the assets and liabilities at 
June 17, 1965: 
Excess of amount received on the sale of shares 
of Great Northern Capital Corporation Limited 
over the book value of $700,000 placed on the 
shares when they were acquired in 1965 Les7 5,556 ~ 
Adjustment of foreign exchange on notes payable 
in United States dollars based on year-end exchange 


rates (Note 1) 604, 367 56,141 
Amounts recovered on notes and accounts receivable 
previously written off as uncollectible Sie 343 , 303 


Amounts received (or estimated to be received) 

from collections of notes and accounts 

receivable in excess of their estimated 

realizable value at beginning of year 238,976 1,436,003 
Increase in estimated income taxes recoverable - 120,435 
Excess of estimated realizable value of a 

miscellaneous account receivable at December 31, 

1966 over the amount to be received on 


collection of the account - (58 , 905) 
yas once Vi 1,896,977 
Add- Legal expenses of the receivership 69,429 123,330 


2,463,463 1,773,647 


Defievite at’ June 17, 1965as 
adjusted to end of year $61,259,949 $63,723,412 


COMBINED STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JUNE 18, 1965 TO DECEMBER 31, 1968 
WHILE THE OPERATIONS OF THE COMPANIES WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER 


Year ended December 31 


1968 1967 
Deficit from June 18, 1965 to beginning of year $5,842,845 $ 3,084,624 
Add- Loss for the year (Exhibit 3) 2,276,589 2.758221 


Deficit at end of year S$ 8,119,434 $ 5,842,845 


(The accompanying notes are an integral part 
of the combined financial statements.) 
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Exhibit 3 
ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 
COMBINED STATEMENT OF LOSS 


Year ended December 31 
1968 1967 
Operating income: 
Interest on short-term investments $4,693,890 $3 509; Fez 
Interest on advances to- 
Lucayan Beach Hotel and Development Limited 


(Note 4) PE ae BY es 484,813 
Standard Discount Corporation Limited 161,508 186,744 
Interest on 6% Capital Notes of General Acceptance 
Corporation 453, 734 686, 317 
Other interest ro op 79,892 


55,0005 219 4,947,543 


Operating expenses: 


Administrative- 
Adjustment of provision for loss on notes and 
accounts receivable = (10.7176) 
Bank charges 443 KP S134) 
Capital and place of business taxes 329 158 
Collection expenses 93,562 7.9), 65) 
Credit information - 1 AA1KO, 
Employee benefits 1,020 1,064 
Insurance 191 374 
Legal and audit 26, 603 131,756 
Management fees to G.A.C. International 
Acceptance Corporation Limited 25,000 3h 5250 
Miscellaneous 2,930 1,944 
Notary, filing and recording fees 7 666 
Occupancy 1,405 (1,085) 
Postage 2 #610 2RO2L 
Printing, stationery and office supplies 2s, Sor 2,289 
Rent Bh 3092 20,039 
Salaries HO 8) AS 39,797 
~Telephone and telegraph The a4 5,580 
Travel and automobile expenses 159 927 
218, 643 306, 384 
Foreign exchange 344,871 ~ (42,399) 
5635584 263,985 
Excess of operating income over operating expenses 
before interest on notes Se OS LOSS so 
cee 
Interest on notes: 
Senior debt- 
Bank advances 433,842 435,990 
Short-term Papp A ins ss ie) 2, 5043005 
Medium-term 269,017 273,987 
Long-term 3,068,100 Ze9TLs O98 
Subordinated debt 994,685 TSC1O 7058 
Junior subordinated debt 262,194 265,981 


7,549,294 7,441,779 


Loss for the year & S22767589") $2,756,221 


(The accompanying notes are an integral part 
of the combined financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


1. Basis of preparation of combined financial statements: 


The accompanying Combined Statement of Deficiency in Net Assets as at 
December 31, 1968 (Exhibit 1) includes: 


(a) the assets under the direct control of the Receiver and Manager 
originating from Atlantic Acceptance Corporation Limited and The 
Premier Finance Corporation Limited, both of which are in 
receivership, and 


(b) the assets of the following subsidiaries which are not in receivership 
but are under the control of the Receiver and Manager: 


Adelaide Acceptance Limited 

Atlantic Acceptance (Toronto) Limited 
Commodore Factors Limited 

Concourse Agencies Limited 

Pay As you Study Plan Limited 


The financial statements of Lucayan Beach Hotel and Development Limited, 
a partly-owned subsidiary, have not been combined with those of Atlantic Acceptance 
because Lucayan's operations are different and unrelated to those of the other 
companies in the group. For information concerning Lucayan, reference should be 
made to the audited financial statements of that company as at September 30, 1968 
and to Note 4. 


The assets in the combined financial statements are stated at estimated 
realizable values and there has been deducted therefrom the liabilities of the 
Receiver and Manager, in respect of the two receiverships, and also the liabilities 
of the above subsidiaries not in receivership, to arrive at the estimated real- 
izable value of net assets under the control of the Receiver and Manager which 
are available for creditors as of June 17, 1965. 


The Combined Statement of Deficit as at June 17, 1965 (Exhibit 2) 
reflects the results of operations to June 17, 1965 with subsequent adjustments 
to December 31, 1968 primarily to adjust the assets and liabilities at June 17, 
1965 to their estimated realizable values, and the Combined Statement of Deficit 
for the period from June 18, 1965 to December 31,-1968 (Exhibit 2) reflects the 
cumulative results of operations carried out by or under the direction of the 
Receiver and Manager, in respect of the assets of the companies in the Atlantic 
group during that period. 


The results of cperations for the year ended December 31, 1968 are 
set out in the Combined Statement of Loss (Exhibit 3). 


In combining the financial statements as described above, all 
intergroup assets and liabilities and income and expenses have been eliminated. 
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Notes 
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In the attached statements, all balances are stated in Canadian dollars 
with translations into Canadian dollars at the rate of exchange (Canadian $100 
equals U.S. $93.21) as at December 31, 1968. 


2 Cash: 


Cash includes bank deposits of $967,279 which were seized on June 17, 1965 
by the depositaries. The banks have claimed a right to offset these deposits against 
bank advances and short-term notes which form part of the senior debt of the company. 


3. Estimated amounts due in respect of sale of 


interest in former subsidiary companies: 


Since the date of receivership, the Receiver and Manager has sold the 
shares of three wholly-owned subsidiary companies, and the following amounts are 
estimated to be recoverable arising out of these transactions: 


1968 1967 


Estimated realizable value of the remaining 

net assets of Commodore Sales Acceptance 

‘Limited as at December 31 $4,887,967 S$ 6,011,868 
Estimated realizable value of certain notes 

receivable and other net assets of Atlantic 

Finance Corporation Limited as at December 31 385,684 880,129 
Due from Standard Discount Corporation Limited 142,864 LBS S356 


9554065505 3880235353 


4, Lucayan Beach Hotel and Development Limited: 


Changes in the investment in Lucayan during 1968 were as follows: 


Balance at December 31, 1967 SLO. sO. So 
Remaining consideration on acquisition of a 
debenture in the amount of U.S. $600,000 217,000 


Transactions with Lucayan in 1968 - 


Advance (U.S. $475,000) $ 
Accrued interest (U.S. $483,012) 


Repayments credited to interest receivable 


(U.S. .3409.000) (5205314) 
Foreign exchange adjustment (49 , 994) IS) Th iy 3} 


Balance at December 31, 1968 SLL, 2515045 


This amount is allocated as follows: 
Wass Canadian 


Advances to assist Lucayan in meeting its 


current obligations Qs & 6,387,714 


Debentures purchased, shown at their face 


amount 1,800,000 1,931,062 


Interest receivable on debentures and 
advances TOOL LOS Hele ier O 


$8,848, 281 9,492,546 


Balance allocated to the 61.4% of the 


outstanding shares of Lucayan purchased 
in 1965 17305499 


511,255,045 


Notes 
Page 3 


The Receiver -.and Manager also controls a further 30% of the outstanding 
shares of Lucayan and debentures issued by it in the face amount of U.S. $600,000. 
The estimated realizable value of these securities is included in the estimated 
amount recoverable from the assets of Commodore Sales Acceptance Limited referred 
to in Note 3. 


As security for all amounts owing to it by Lucayan, the company is 
entitled to receive debentures having a first charge on the Lucayan assets. As 
at December 31, 1968 approximately U.S. $878,000 of the amounts due to the company 
directly and through Commodore Sales Acceptance Limited has not yet been covered by 
the actual issue of debentures. 


The total of the Lucayan investment and estimated recovery on other 
Lucayan securities included in the accounts at December 31, 1968 is approximately 
equal to the indicated value of these assets based on the net price at which the 
properties of Lucayan are currently being offered for sale. 


The values at which the properties of Lucayan are carried in its own 
accounts are substantially greater than the anticipated sale value of such 
properties. Since the Receiver and Manager acquired control of Lucayan in 1965 
the company's share of the cumulative losses shown in the audited financial state- 
ments of Lucayan amount to approximately $2,750,000 (including about $650,000 for 
the fiscal year ended September 30, 1968). The Lucayan losses include accrued 
interest on advances from the company and also include charges for depreciation, 
based on the Lucayan book value of its fixed assets, amounting to about 
$1,985,000 since Atlantic acquired control. In view of the Receiver and Manager's 
policy of carrying the total interest in Lucayan at its estimated realizable value 


no provision for m2 been included in the company's accounts. 
5. 6% Capital Notes ral Acceptance Corporation: 

In September 1966 the Receiver and Manager entered into agreements 
providing for the sale without recourse of instalment notes and accounts receivable 
of the company as of June 30, 1966 for $12,427,511, and for the purchase of an equal 
amount of 6% Capital Notes of General Acceptance Corporation due October 1, 1970. 
Under the terms of the latter agreement, General Acceptance Corporation prepaid 
without premium $4,000,000 on October 1, 1967 and $3,500,000 on October 1, 1968 and 


will prepay without premium $2,500,000 on October 1, 1969, and pay the balance of 
$2), 427511" on October: 1 .4ho7o: 


6. Compensation of the a ee an ager: 


An initial _ oP .. of compensation in the amount of $1,750,000 was 
paid to the Receiver and Manager upon approval by the Court in December 1966. No 
provision has been made for any further compensation to the Receiver and Manager. 


7. Senior debt* 


The senior debt of the company, which became due and payable upon the 
default under the Senior Note indenture in June 1965, is secured by an assignment 
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of notes receivable and by a first floating charge on the assets of the company. 


The senior debt consists of the following liabilities in Canadian and United 


States dollars: 
1968 


Bank advances (Note 2): 
Payable in Canadian dollars Sy 34250,,000 
Payable in United States dollars 

*(U.S. $4,000,000) 


4,291,250 


7, 3415250 
Short-term notes (Note 2): 
Payable in Canadian dollars 35,260,135 
Payable in United States dollars 
(U.S. $15,953,000) Pye 1es 577 
D250 Oe te 
Medium-term notes: 
Payable in Canadian dollars- 
5 y4 100,000 
5° 3/ 8% 140 , 000 
Ball ek 700 ,000 
Payable in United States dollars- 
5 ie (Uz78. $2,000,000) Paina pa op ae 
51747, (U.S. $2,000,000) 2,145,625 
fly ee Wate @) 
Long-term notes: 
Payable in Canadian dollars- 
Series B Grud DY 846,000 
Series C 5°37 4% 600,000 
Series D 5 SiGe 400,000 
Series E 6 1/4% 400 ,000 
Series F 5 Aas 100,000 
Series G a Ue 94 100,000 
Series H 6 1 700 , 000 
Series I 6 es .. 1,250,000 
Series O 6 1/8% 1,500,000 
Payable in United States dollars- 
Series A G27 (U.S. $3,384,000) 3,630, 398 
ve Series J 6 te (U.S. $25,250,000) 2,413,823 
Series K 6 43 (U.S. $1,500,000) 1,609,219 
Series L 6 ts (U25+0S2, 500), 000) 2,082,031 
Series M 6 vs (U.S; $2,500,000) 2,682,031 
Series N 5°3/47 (U.S. $7,500,000) 8,046,094 
Series P 6 te CUS. S1500,000) 1,609,219 
Series Q 6 & (UcSe $3,500,000) 9,118,906 
Series R 5 7/8% (U.S. $5,460,000) ere 938573556 
| 43,545,282 
Principal amount of senior debt 108,712,494 
Redemption premium on long-term notes of Oi2.s LOT DOG 
110,874,052 
Accrued interest on senior debt to December 31 42.2687 2995 


$133,562,050 


1967 


$ 3,250,000 


4,322,500 


Toot, 900 


35,200,185 


£72395 Za. 


52,519, 346 


100,000 
140,000 
700,000 


2,161,250 


2 161.250 


5,202,000 


846 , 000 
600,000 
400,000 
400,000 
100,000 
100, 000 
700,000 
1,250,000 
1,500,000 


3,656,835 
2,431,406 
1,620, 937 
2,701,563 
2,701,563 
8,104,687 
1,620, 937 
9,185,313 


5.5, 900 213 


43,819,454 


109, 2473,;800 


2,116,339 


PTT 350,, 135 
__16 418,427 


$127,768, 562 


8. Subordinated debt: 
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The subordinated debt of the company, which became due and payable upon 
default under the Senior Note indenture in June 1965, consists of the following 


liabilities in Canadian and United States dollars: 


1968 
Payable in Canadian dollars- 
6 ie 2 23:5 000 
6 1/4% 4,500,000 
Payable in United States dollars- 
63.17 2%, (US5- S252 505000) 2,413,629 
6 1/27, (U Sine Samy cz 000) 836,999 
6 is (U.S. $3,478,000) Jeo lee 
6 1/4% (U.S. 52,340,000) (25510, 308 
6 1/4% (U.S $2,000,006) 2),145 3625 
Principal amount of subordinated debt i Warerell We NS ee bis 


Redemption premium 3995, 925 


16,563,440 


Accrued interest on subordinated debt 


to December 31 3,699,193 


$204 2623633 


9. Junior subordinated debt: 


$ 


1967 


23,500 
4, 500,000 


2,431,406 

845,049 
3,758,414 
2,528,662 


2, 1615250 


16,248, 281 


401,068 


16,649, 349 


2,704,508 


S19) 3535607 


The junior subordinated debt of the company, which became due and payable 
upon the default under the Senior Note indenture in June 1965, consists of the 


following liabilities in Canadian and United States dollars: 
1968 


Payable in Canadian dollars- 


Gish 25, $ 1,000,000 

6.3/4% 400,000 

6 3/4% 150,000 
Payable in United States dollars- 

6 vs (U.S. $2,000,000) 2,145,625 

Gal J 27, (US « Sien~590 000) 536.406 

4232 ,038 


Accrued interest on junior subordinated 
debt to December 31 1,035,431 


$ 5,267,462 


10. Contingent liabilities: 


1967 


$ 1,000,000 


$ 


400,000 
150,000 


2,161,250 


540 , 313 


4,251,563 


J13,236 


5,024,799 


The company is contingently liable under certain guarantees to the 


amount of approximately $110,000. 


If the contingent liabilities should become 


actual liabilities these creditors would rank with other unsecured creditors. 
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wok. Litigation: 


An action is pending in the Supreme Court of Ontario whereunder 
Connecticut General Life Insurance Company, suing on behalf of itself and all 
other holders of senior notes issued in compliance with the terms of the Senior 
Note indenture, is seeking a declaration of the Court that the outstanding senior 
notes Series 0 to Series R and the outstanding short-term and medium-term senior 
notes issued after August 17, 1964 were not issued in compliance with the terms of 
the Senior Note indenture and are not entitled to the security thereof. Pursuant 
to an order of the Court-the action is being defended by Montreal Trust Company, 
the trustee under the Senior Note indenture, and by certain representative 
holders of senior notes in the series and classes of senior notes impugned. 
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PRICE WATERHOUSE & Co. 
CHARTERED ACCOUNTANTS 


P.O. BOX 51 
TORONTO-DOMINION CENTRE 


TORONTO lil 


May 23, 1969. 


AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Statement of Deficiency in Net Assets of 
Atlantic Acceptance Corporation Limited - In Receivership (as a corporation) 
as at December 31, 1968, the Statement of Deficit as at June 17, 1965 as 
adjusted to December 31, 1968, the Statement of Deficit for the period from 
June 18, 1965 to December 31, 1968 and the Statement of Loss for the year 
ended December 31, 1968. 


Scope of examination: 


Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


The primary purpose of our examination was to enable us to form an 
opinion on whether or not the Statement of Deficiency in Net Assets as at 
December 31, 1968 fairly presents the financial position at that date of 
Atlantic Acceptance Corporation Limited - In Receivership (as a corporation) 
and to report on the transactions recorded during the year then ended under 
the direction of the Receiver and Manager. 


Statement of Deficiency in Net Assets 


as at December 31, 1968 (Exhibit 1): 


Atlantic Acceptance Corporation Limited has been in receivership since 
June 17, 1965 and its business and assets are in the process of liquidation. As 
a consequence, the assets shown in the Statement of Deficiency in Net Assets are 
stated at estimated realizable values. Because of the uncertainties in determining 
the estimated realizable value of certain important assets, which are referred to 
below, we are unable to express an opinion on the Statement of Deficiency in Net 
Assets as a whole. 


14 


Page 2 


However, in our opinion, cash ($1,041,900, subject to the comment 
concerning bank deposits of $967,279 in Note 2 to the financial statements), 
short-term investments ($81,005,892), income taxes recoverable ($48,962), and 
6% Capital Notes of General Acceptance Corporation ($5,000,603) are fairly 
presented in the Statement of Deficiency in Net Assets. Our comments on the 
other assets shown in the statement are as follows: 


We consider that the estimated amounts due in respect of sale of interest 
in former subsidiary companies ($5,416,515) as referred to in Note 3 to 
the financial statements have been carefully estimated in the light of 
current conditions. However, because of the uncertainties arising from 
the liquidation of the accounts and other net assets, the actual amount 
realized may be greater or less than the estimated value recorded in the 


-accounts. 


The advances to wholly-owned subsidiary companies in the amount of $773,041 
and the estimated equity in assets held by the Receiver and Manager arising 
from the receivership of The Premier Finance Corporation Limited in the 
amount of $134,557 are stated at the estimated realizable value of the 
underlying assets, most of which consist of notes and accounts receivable 
whose value on liquidation is subject to the uncertainties mentioned above. 


We are also of the opinion that the liabilities are fairly presented 
in the Statement of Deficiency in Net Assets except that: 


Full provision has not been made for the compensation of the Receiver and 
Manager (Note 6 to the financial statements). 


Litigation is pending which seeks to establish that senior notes issued 
Safter“August~17, 1964 are not entitled to the security of the Senior 
Note indenture (Note 11 to the financial statements). The Statement 
of Deficiency in Net Assets has been drawn up on the basis that the 
senior debt of $133,562,050 is entitled to the security of the 
indenture. 


Statenemumor Detrette as at gune 27, 1965, 
the date when the company went into 
receivership, as adjusted to December 31, 


1968 (Exhibit 2): 


We have reviewed the adjustments made during the year ended December 31, 
1968 by the Receiver and Manager relating to the assets and liabilities as at 
dune 17, 1965 as set out in the Statement of Deficit ds at June 17, £965, and 
consider them necessary in order to state the net assets at their estimated 
realizable value at December 31, 1968. 
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Statement of Deficit for the period from 
June 18, 1965 to December 31, 1968, 
while the operations of the company 
were under the control of the Receiver -_ 
and Manager (Exhibit 2), 


and 


Statement of Loss for the year ended 


December’ 31, 1968 (Exhibiess): 


Except that no provision has been made for the operating loss of 
Lucayan Beach Hotel and Development Limited (Note 4 to the financial statements), 
in our opinion the Statement of Loss for the year ended December 31, 1968 
presents fairly the income and expenses arising during the year from the net 
assets under the control of the Receiver and Manager, and the Statement of 
Deficit for the period from June 18, 1965 to December 31, 1968 presents fairly 
the cumulative results of operations during that period. 


yhartered Ac 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIENCY IN NET ASSETS 


AS AT DECEMBER 31, 


1968 


Assets under the control of the Receiver and Manager: 


Cash (Note 2) 


Short-term investments, maturing within one year, 
at cost plus accrued interest (including in 1968 


©303200,080 (U.S. $33,743,157), payable in.U.S. 


dollars): 


Deposit receipts of Canadian chartered banks 


Guaranteed investment certificates of Canadian 


trust companies 
Provincial treasury bills 


Hydro electric commission notes, guaranteed by 


provincial governments 


Estimated amounts due in respect of sale of 


interest in former subsidiary companies 


(Note 3) 


Income taxes recoverable 


Investments and advances: 


Lucayan Beach Hotel and Development Limited 


(Note 4) 

6% Capital Notes of General Acceptance 
Corporat ion,tdwe October (1, "L970; -at 
cost plus accrued interest (Note 5) 

Advances to wholly-owned subsidiary 


companies, at estimated realizable value 


Estimated equity in assets held by Receiver 
and Manager arising from the receivership 
of The Premier Finance Corporation Limited 


Forward 


1 


$36,974,990 


205,401, 691 
DO RPOS 1697 


6,863,514 


hi, 251 5045 


5,000 , 603 


773,041 


Dootlouie Jl 


= 15041), 906 


81,005,892 | 


5,416,515 
48,962 . 


17,024,684 


B45 


$104,672,515 


Forward 


Deduct- Liabilities of the Receiver and Manager: 
Accounts payable and accrued liabilities 
Estimated realizable value of net assets 
under the control of the Receiver and 
Manager, before full provision for the 


compensation of the Receiver and Manager 
(Note 6), being /96.1%)of the principal 
amount ($108,712,49 due to-seniernote- 


holders as at December 31, 1968 
Deduct- Senior debt (Note 7) 


Deficiency in net assets to meet senior 
debt outstanding, before full provision 
for the compensation of the Receiver 
and Manager (Note 6) 


Other liabilities: 
Subordinated debt (Note 8) 
Junior subordinated debt (Note 9) 
Accounts payable and accrued liabilities 
Dividends payable 
Contingent liabilities (Note 10) 


Deficiency in net assets 


Represented by: 
Capital stock 


Deficit CExnibie 2): 
As at June 17, 1965 as adjusted to 


December 31, 1968 $61,249, 319 


For the period from June 18, 1965 to 


December 31, 1968 S51 19,434 


(The accompanying notes are an integral part 
of the financial statements.) 
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$104,672,515 


1795713 


104,492,802 


°5133,562,050 


29,069,248 


20,,2625632 
5,267,462 
64,893 
249,430 


25,844,418 


$ 54,913,666 


$ 14,455,087 


69.,.368, 753 


$ 54,913,666 


Exhibéit <2 


ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIT 
AS AT JUNE 17, 19655 
THE DATE WHEN THE COMPANY WENT INTO RECEIVERSHIP, 
AS ADJUSTED TO DECEMBER 31, 1968 


Balance at June 17, 1965 as adjusted to 
December 31, 1967 S63, 712,782 


Deduct- Adjustments during the year ended December 31, 1968 
relating to the assets and liabilities at June 17, 1965: 

Excess of amount received on the sale of shares 
of Great Northern Capital Corporation Limited over 
the book value of $700,000 placed on the shares 
when they were acquired in 1965 slice sf ppt) 

Adjustment of foreign exchange on notes payable in 
-United States dollars based on year-end exchange 


rates (Note 1) 604 , 367 
Amounts recovered on notes and accounts receivable 
previously written off as uncollectible S14 2101 


Amounts received (or estimated to be received) from 
advances to subsidiary (or former subsidiary) 


companies in excess of their estimated realizable 


value at December 31, 1967 238.976 
DS aes, O92 
Add- Legal expenses of the receivership 69 429 
2°,463 463 
Deficit at June 17, 1965 as 
adjusted to December 31, 1968 SGOlezao 19, 
STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JUNE 18, 1965 TO DECEMBER 31, 1968 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER 
Deficit from June 18, 1965 to December 31, 1967 SL hen OO 
Add- Loss for the year (Exhibit 3) 252765589 


Deficit at December 31, 1968 S$ 8,119,434 


(The accompanying notes are an integral part 
of the financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF LOSS 
FOR THE YEAR ENDED DECEMBER 31, 


Operating income: e 
Interest on short-term investments 
Interest on 6% Capital Notes of General 

Acceptance Corporation 
Other interest 


Operating expenses: 
Administrative- 
Bank charges 
Collection expenses 
Employee benefits 
Insurance 
Legal and audit 
Management fees to G.A.C. International 
Acceptance Corporation Limited 

Miscellaneous 
Occupancy 
Postage 
Printing, stationery and office supplies 
Rent 
Salaries 
Telephone and telegraph 
Travel and automobile expenses 


Foreign exchange 


Excess of operating income over operating expenses 
before interest on notes 


Interest on notes: 

Senior debt- 
Bank advances 
Short-term 
Medium-term 
Long-term 

Subordinated debt 

Junior subordinated debt 


Interest charged on advances to wholly-owned 
subsidiary companies 
Less- Provision for the net loss of these 
companies for the year ended 
December 31, 1968 


Interest charged on advances to: 
Lucayan Beach Hotel and Development Limited 
(Note 4) 4 
Standard Discount Corporation Limited 


Loss for the year 


1968 


$ 398 
66,180 

824 

156 
(1,143) 


25,000 
2,070 
1,300 
2,109 
2,188 

10,575 

34, 663 
5,994 

121 
150,435 
346,470 


433,842 
2,021,496 
269,017 
3,068, 100 
994,685 


262,194 


988,681 


1,031,911 
(43,230) 


518,175 
144, 388 


Exhibit 3 


$4,693,890 
453,734 


23655 


5, 1505278 


496,905 


4,653,372 


_7, 549,294 


2,895,922 


619, 333 
$2,276,589 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE CORPORATION LIMITED - IN RECEIVERSHIP 
(as a corporation) 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


1. Basis of preparation of financial statements: 


Atlantic Acceptance Corporation Limited has been in receivership since 
June 17, 1965 and its business and assets, and the business and assets of its 
wholly-owned subsidiaries, are being liquidated. As a consequence the assets in 
the financial statements are stated at estimated realizable values. 


In the attached statements, all balances are stated in Canadian dollars 
with translations into Canadian dollars at the rate of exchange (Canadian $100 
equals U.S. $93.21) as at December 31, 1968. 


2, AGEN 


Cash includes bank deposits of $967,279 which were seized on June 17, 
1965 by the depositaries. The_banks have claimed a right to offset these deposits 
against bank advances and short-term notes which form part of the senior debt of 


the company. : Se 
SS 


3. Estimated amounts due in respect of sale of 


interest in former subsidiary companies: 


Since the date of receivership, the Receiver and Manager has sold the 
shares of three wholly-owned subsidiary companies, and the following amounts are 
estimated to be recoverable arising out of these transactions: 


Estimated realizable value of the remaining 

net assets of Commodore Sales Acceptance 

Limited as at December 31, 1968 $14578875.967 
Estimated realizable value of certain notes 

receivable and other net assets of Atlantic 


Finance Corporation Limited as at December 31, 1968 385,684 
Due from Standard Discount Corporation Limited 142,864 


S 5,416,515 
4. Lucayan Beach Hotel and Development Limited: 


Changes in the investment in Lucayan during 1968 were as follows: 


Balance at December 31, 1967 $1055 76% 592 
Remaining consideration on acquisition of a 

debenture in the amount of U.S. $600,000 217,000 
Transactions with Lucayan in 1968 - 

Advance (U.S. $475,000) $509,586 

Accrued interest (U.S. $483,012) pest Fie) 

Repayments credited to interest 

receivable (U.S. $485,000) (5206314) 
Foreign exchange adjustment (49,994) 457,453 


Balance at December 31, 1968 SH ey AOS) 
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This amount is allocated as follows: U.S. Radadean 
Advances to assist Lucayan in meeting its 

current obligations $5,954,176 S 6,387,742 
Debentures purchased, shown at their face amount 1,800,000 1;931,;062 
Interest receivable on debentures and_advances 1,094,105 Li lisevru 
$8,848,281 9,492,546 

Balance allocated to the 61.4% of the outstanding 
shares of Lucayan purchased in 1965 1,758,499 
S11,25¢ 0s 


The Receiver and Manager also controls a further 30% of the outstanding 
shares of Lucayan and debentures issued by it in the face amount of U.S. $600,000. 
The estimated realizable value of these securities is included in the estimated 
amount recoverable from the assets of Commodore Sales Acceptance Limited referred) 
to- if Note. 


As security for all amounts owing to it by Lucayan, the company is entitled 
to receive debentures having a first charge on the Lucayan assets. As at December 31, 
1968 approximately U.S. $878,000 of the, amounts due to the company directly and 
through Commodore Sales Acceptance Limited has not yet been covered by the actual 
issue of debentures. 


The total of the Lucayan investment and estimated recovery on other 
Lucayan securities included in the accounts at December 31, 1968 is approximately 
equal to the indicated value of these assets based on the net price at which the 
properties of Lucayan are currently being offered for sale. 


The values at which the properties of Lucayan are carried in its own _ 
accounts are substantially greater than the anticipated sale value of suchiprope aaa 
Since the Receiver and Manager acquired control of Lucayan in 1965 the company's 
share of the cumulative losses shown in the audited financial statements of Lucayan 
amount to approximately $2,750,000 (including about $650,000 for the fiscal year 
ended September 30, 1968). The Lucayan losses include accrued interest on advances 
from the company and also include charges for depreciation, based on the Lucayan 
book value of its fixed assets, amounting to about $1,985,000 since Atlantic acquired 
control. In view of the Receiver and Manager's policy of carrying the total interest 
in Lucayan at its estimated realizable value no provision for these losses has been 
included in the company's accounts. 


5. 6% Capital Notes of General Acceptance Corporation: 


In September 1966 the Receiver and Manager entered into agreements 
providing for the sale without recourse of instalment notes and accounts receivable 
of the company as of June 30, 1966 for $12,427,511, and for the purchase of an equal 
amount of 6% Capital Notes of General Acceptance Corporation due October 1, 1970. 
Under the terms of the latter agreement, General Acceptance Corporation prepaid 
without premium $4,000,000 on October 1, 1967 and $3,500,000 on October 1, 1968 and 
will prepay without premium $2,500,000 on October 1, 1969, and pay the balance of 
$2, 427551 Laon Octobetelyyt970: 


Compensation of the Receiver and Manager: 


Whe. An initial interim award of compensation in the amount of $1,750,000 was 
fy paid to the Receiver and Manager upon approval by the Court in December 1966.}; No 
provision has been made for any further compensation to the Receiver and Manager. 


7. Senior Debt: 


The senior debt of the company, which became due and payable upon the 
default under the Senior Note indenture in June 1965, is secured by an assignment 
of notes receivable and by a first floating charge on the assets of the company. 
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The senior debt consists of.the following liabilities in Canadian and United States 
dollars: 


Bank advances (Note 2): 


Payable in Canadian dollars poche Pe /epa 2510 0.18) 
Payable in United States dollars 
(U.S. $4,000,000) 4,291,250 
é 7 342,250 C— 
Short-term notes (Note 2): 
Payable in Canadian dollars 852500135 
Payable in United States dollars 
(Uso 315,993,000) Lei ae Be WaT 


S209 J le a 
Medium-term notes: 
_ Payable in Canadian dollars- 


5 “A 100,000 

Ser boyd 140,000 

Si we how 700,000 
Payable in United States dollars- 

5 % (U.S. $2,000,000) 2E1U5 625 


Si Saf Le (U.S. $2,000,000) #3 145.,625° 
: Sig2ok 250. 
Long-term notes: 
Payable in Canadian dollars- 


Series B 6 1/27 846,000 
Series C 5 3/45 600 ,000 
Series D 5 Over 400,000 
Series E 6nt/ 47 400,000 
Series F ea 100,000 
Series G 6 1/4% 100,000 
Series H 6 VA 700,000 
‘Series I 6 ie 12507000 
Series O 6 1/8% 1,500,000 
Payable in United States dollars- 
Series A 67 b/ 27 GS. $3, 384,000) 3,630, 398 
Series J 6 we (US. $2,250,000) 2,413,828 
Series K 6 v4 (U,S.$1,,500, 000) 1,609,219 
Series L 6 vs (U.S. $2,500,000) 2,682,031 
Series M 6 vA (U:.8.7S2;, 5005000) 22682 5031 
Series N SP yey (U.S. $7,500,000) 8,046,094 
Series P 6 vA (UzS8< Sb, 5003000) 1,609,219 
Series Q 6 vA (U.S. $8,500,000) 9,118,906 
Series R 5 7/82 (U.S. $5,460,000) 538575956). 

13,555252 ie 

Principal amount of senior debt 10827 02494. C— 
Redemption premium on long-term notes 21615558 
810,874,052 

Accrued interest on senior debt to December 31, 1968 22 OO, 990 6 


$133,562,050 
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The subordinated debt of the company, which became due and payable upon 
default under the Senior Note indenture in June 1965, consists of the following 
liabilities in Canadian and United States dollars: 


8. Subordinated debt: 


Payable in Canadian dollars- 


6 ys $ 23,500 

6: 1 74% 4,500,000 
Payable in United States dollars- 

6/27, (U.S, $2,250,000) 2,413,828 

6 1/2% (U.S: Ss, 782,000) 838,939 

6 te (U.S. $3,478, 000) 35731 >the 

6 1/4% (U.S. $2,540,000) 2,040,208 

6 1/4% (U.S. $2,000,000) 2, 1455625 

Principal amount of subordinated debt 16, 163;55154=—e 
Redemption premium 3995925 
16,563,440 C—— 


Accrued interest on subordinated 
debt to December 31, 1968 35699198 


$20,262,633 (—_—_—= 
9. Junior subordinated debt: 
The junior subordinated debt of the company, which became due and payable 
upon the default under the Senior Note indenture in June 1965, consists of the 


following liabilities in Canadian and United States dollars: 


Payable in Canadian dollars- 


6 1/2% $ 1,000,000 

6437/47, 400,000 

6 3/4% 150,000 
Payable in United States dollars- 

6 ye (U.S. $2,000,000) 29 Ay O20 

61/27, CU3S..5 ~50@2000) ; 536,406 

4,232,031 


Accrued interest on junior subordinated 
debt to December 31, 1968 1,035,431 


S05, 267,402 os 
10. Contingent liabilities: 


The compa is~ecentingently liable under certain guarantees to the amount 
of approximately §110,000. “If the contingent liabilities should become actual 


liabilities these creditors would rank with other unsecured creditors. 
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I] *SLitieation: 


An action is pending in the Supreme Court of Ontario whereunder 
Connecticut General Life Insurance Company, suing on behalf of itself and all other 
holders of senior notes issued in compliance with the terms of the Senior Note 
indenture, is seeking a declaration of the Court that the outstanding senior notes 
Series O to Series R and the outstanding short-term and medium-term senior notes 
issued after August 17, 1964 were not issued in compliance with the terms of the 
Senior Note indenture and are not entitled to the security thereof. Pursuant to 
an order of the Court the action is being defended by Montreal Trust Company, the 
trustee under the Senior Note indenture, and by certain representative holders of 
senior notes in the series and classes of senior notes impugned. 
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PRICE WATERHOUSE & Co. 


CHARTERED ACCOUNTANTS 


P.O. BOX 51 


TORONTO-DOMINION CENTRE 


TORONTO ill 


May” 23371909" 


AUDITORS! REPORT 


Montreal Trust Company, 
Receiver and Manager 
of The Premier Finance Corporation Limited: 


We have examined the Statement of Deficiency in Net Assets of The Premier 
Finance Corporation Limited - In Receivership (a wholly-owned subsidiary of Atlantic 
Acceptance Corporation Limited - In Receivership) as at December 31, 1968, the 
Statement of Deficit as at June 17, 1965 as adjusted to December 31, 1968, the 
Statement of Deficit for the period from June 18, 1965 to December 31, 1968 and the 
Statement of Loss for the year ended December 31, 1968. Our examination included a 
general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


As explained in Note 1 to the financial statements, the company's property 
and assets were charged as security for the senior debt of Atlantic Acceptance 
Corporation Limited and are being liquidated in satisfaction of this charge. As a 
consequence, the assets are stated in the Statement of Deficiency in Net Assets at 
estimated realizable values. 


The estimated realizable value of instalment notes and accounts receivable 
has been carefully determined in the light of current conditions. However, because 
of the uncertainties arising from the liquidation of the receivables, the actual 
amount realized may be greater or less than the estimated value recorded in the 
accounts (Note 2 to the financial statements). 


Subject to the comments in the preceding paragraph, in our opinion the 
Statement of Deficiency in Net Assets presents fairly the financial position of the © 
company as at December 31, 1968. 


We have reviewed the adjustment made by the Receiver and Manager during 
the year ended December 31, 1968 relating to the assets as at June 17, 1965, as set 
out in the Statement of Deficit as at that date, and consider it necessary in order 
to state the assets at their estimated realizable value at December 31, 1968. 


26 


Page 2 


In our opinion the Statement of Loss for the year ended December 31, 1968 
presents fairly the income and expenses arising in that period while the operations 
of the company were under the control of the Receiver and Manager, and the Statement 
of Deficit for the period from June 18, 1965 to December 31, 1968 presents fairly 
the cumulative results of operations during that period. 


Chartered Accountants. 
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Exhibit l 


THE PREMIER FINANCE CORPORATION LIMITED ~ IN RECELVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIENCY IN NET ASSETS 


AS AT DECEMBER 31, 1968 


Assets under the control of the Receiver and Manager: 


Cash 

Instalment notes and accounts receivable, 
at estimated realizable value (Note 2) 

Income taxes recoverable 

Fixed assets, at nominal value 


Estimated realizable value of net assets under 
the control of the Receiver and Manager 
available. for.creditors as. of. June.17,;. 1965 


Deduct- Advances from Atlantic Acceptance 
Corporation Limited (Note 1) 


Deficiency in net assets to meet 
outstanding advances from Atlantic 
Acceptance Corporation Limited 


Add=- Other accounts payable and accrued liabilities 


Deficiency in net assets 


Represented by: 


Capital stock 
Deficit (Exhibit 2)- 
As at June 17, 1965 as adjusted 
to December 31, 1968 
For the period from June 18, 1965 
to December 31, 1968 


$ Pits 


134,557 


25299, 190 


2,164,633 


10,630 


$2,175 208 
Se 135,618 
$1,651,720 
709,161 
(2,360,881) 


S2p 17a wb 


(The accompanying notes are an integral part of the financial statements.) 


28 


Exhibit 2 


THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


STATEMENT OF DEFICIT 

AS AT JUNE 17, 1965, 
THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED 
WENT INTO RECEIVERSHIP, AS ADJUSTED TO DECEMBER 31, 1968 


Deficit at June 17, 1965 as adjusted 
to December 31, 1967 Si5 257 -906 


Deduct- Adjustment during the year ended 
December 31, 1968 relating to the 
assets at June 17, 1965: 

Amounts received (or estimated to be 
received) from collections of 
instalment notes and accounts 
receivable in excess of their 
estimated realizable value at 


December 31, 1967 106,186 
Deficit at June 17, 1965 as adjusted to December 31, 1968 $1565, 720 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JUNE 18, 1965 TO DECEMBER 31, 1968 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER 


Deticre f£rom-sune los 1965sto 


December 31, 1967 S 195805679 
Add- Loss for the year ended 
December 31, 1968 (Exhibit 3) 178,482 


DefieLt as at December 31, 1968 S 709,161 


(The accompanying notes are an integral part of the financial statements.) 
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THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


Operating income: 
Interest from Standard Discount 


Corporation Limited 


Operating expenses: 
Administrative- 


Bank charges 

Collection expenses 
Employee benefits 
Insurance 

Miscellaneous 

Occupancy 

Postage 

Printing and stationery 
Rent 

Salaries 

Telephone and telegraph 
Travel 


Excess of operating expenses over operating 


STATEMENT OF LOSS 
FOR THE YEAR ENDED DECEMBER 31, 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER 
THE CONTROL OF THE RECEIVER AND MANAGER 


income before interest charges 


Interest on advances from Atlantic 
Acceptance Corporation Limited 


Loss for the year 


$ 


45 
27, 382 
196 
35 
495 
105 
501 
664 
SLT 
8,462 
1,328 
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Exhibit 3 


S Ee, 120 


39,765 


22,648 


155,834 


$178,482 | 


(The accompanying notes are an integral part of the financial statements.) 
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THE PREMIER FINANCE CORPORATION LIMITED - IN RECEIVERSHIP 


(MONTREAL TRUST COMPANY - RECEIVER AND MANAGER) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


1. Basis of preparation of financial statements: 


Atlantic Acceptance Corporation Limited has been in receivership since 
June 17, 1965, and this has enabled the Receiver and Manager of Atlantic Acceptance 
to control the operations of The Premier Finance Corporation Limited, a wholly-owned 
subsidiary, whose property and assets were charged as security for the senior debt 
of the parent company. The assets of Premier Finance, which are stated in the 
Statement of Deficiency in Net Assets at estimated realizable values, are being 
liquidated in satisfaction of this charge. 


To assist in orderly liquidation, Montreal Trust Company was appointed 
Receiver and Manager of Premier Finance on July 29, 1965 under an order issued by 
the Supreme Court of Ontario. 


2. Instalment notes and accounts receivable: 


The receivables are represented by promissory notes secured, in some cases, 
by conditional sales contracts, chattel mortgages or other commercial paper and 
.every effort is being made to collect the outstanding receivables as they fall due. 


‘The estimated realizable value of the receivables has been arrived at 
after making an allowance for losses which may be sustained on realization of the 
accounts. This allowance may be greater or less than the amount which might ulti- 
mately be required to provide for the losses from bad debts. 
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PRICE WATERHOUSE & Co. 


CHARTERED ACCOUNTANTS P.O. BOX 51 


TORONTO-DOMINION CENTRE 


TORONTO 111 


z Mayezo,et96o5 


AUDITORS! REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Adelaide Acceptance Limited (a 
wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In Receivership) 
as at December 31, 1968, the Statement of Deficit as at June 17, 1965 as adjusted to 
December 31, 1968, the Statement of Deficit for the period from June 18, 1965 to 
December 31, 1968 and the Statement of Loss for the year ended December 31, 1968. 

Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


As explained in Note 1 to the financial statements, the company's property 
and assets were charged as security for the senior debt of Atlantic Acceptance 
Corporation Limited and are being liquidated in satisfaction of this charge. As 
a consequence, the assets are stated in the Balance Sheet at estimated realizable 
values. 


The estimated realizable value of notes receivable has been carefully 
determined in the light of current conditions. However, because of the uncertainties 
arising from the liquidation of the receivables, the actual amount realized may be 
greater or less than the estimated value recorded in the accounts (Note 2 to the 
financial statements). 


Subject to the comments in the preceding paragraph, in our opinion the 
Balance Sheet presents fairly the financial position of the company as at December 
dts PL968s 


We have reviewed the adjustment made by the Receiver and Manager during 
the year ended December 31, 1968 relating to the assets as at June 17, 1965, as 
set out in the Statement of Deficit as at that date, and consider it necessary in 
order to state the notes receivable at their estimated realizable value at 
December 31, 1968. 
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In our opinion the Statement of Loss for the year ended December 31, 1968 
ome and expenses arising during the year while the operations 


er the control of the Receiver and Manager of the parent 
1965 to December 


presents fairly the inc 


of the company were und 
company, and the Statement of Deficit for the period from June 18, 


31, 1968 presents fairly the cumulative results of operations during that period. 


Navee li iatorvee 7 eo 


Chartered Accountants. 
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Exhibit 1 


ADELAIDE ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 1968 


ASSETS 
Cash $ ee 0 2) 
Notes receivable, at estimated realizable 
value (Note 2) 699,600 
Income taxes recoverable . 13,500 
$ 716,617 
LIABILITIES 


Advances from Atlantic Acceptance 
Corporation Limited (Note 1) $4,501,349 


Capital stock and deficit: 
Capital stock- 
Auth orized= 
20,500 7% cumulative redeemable preference 
shares with a par value of $10 each 
25,000 common shares of no par value 
Issued and fully paid- 


17,000 preference shares $ 170,000 
10,103 common shares 10,103 
180,103 


Deficit (Exhibit 2)- 
As at June 17, 1965 as adjusted 


to December 31, 1968 $3,068,659 
For the period from June 18, 1965 
to December 31, 1968 896,176 


3,964, 835 


(3,784,732) 
$ 716,617 


EHALF OF THE BOARD: 
Director 


Director 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 2 


ADELAIDE ACC EPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
AS AT JUNE 17, 1965, THE DATE WHEN THE PARENT COMPANY 
WENT INTO RECEIVERSHIP, AS ADJUSTED TO DECEMBER 31, 1968 


Deficit at June 17, 1965 as adjusted 
to December 31, 1967 $3,128,433 


Deduct- Adjustment during the year ended 
December 31, 1968 relating to the notes 
recetvable‘at June 17, 1965: 

Amounts received (or estimated to be 
received) from collections of notes 
receivable in excess of their 
estimated realizable value at 


December 31, 1967 O92 7/74 
Deficit at June 17, 1965 as adjusted to December 31, 1968 $3,068,659 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JUNE 18, 1965 TO DECEMBER 31, 1968 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE CONTROL 
OF THE RECEIVER AND MANAGER OF THE PARENT COMPANY 


Dericre crom June 8, 1965) to 


December 31, 1967 . S 76175047 

Add- Loss for the year ended 
December 31, 1968 (Exhibit 3) 279,029 
Deficit as at December 31, 1968 S$ 896,176 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


ADELAIDE. ACCEPTANCE LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF LOSS 


FOR THE YEAR ENDED DECEMBER 31, 1968 


Operating income: 
Interest $3,769 


Gain in foreign exchange IE LYO 

$ 6,879 
Operating expenses: 
Capital and place of business taxes 118 
Excess of operating income over operating 

expenses before interest charges 6, 76a 
Interest on advances from parent company 285 , 790 
Loss for the year $279,029 


(The accompanying notes are an integral part of the financial statements.) 
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ADELAIDE ACCEPTANCE — LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


1. Basis of preparation of financial statements: 


Atlantic Acceptance Corporation Limited has been in receivership since 
June 17, 1965 and this has enabled the Receiver and Manager of Atlantic Acceptance 
to control the operations of Adelaide Acceptance Limited, a wholly-owned subsidiary, 
whose property and assets were charged as security for the senior debt of the parent 
company. The assets of Adelaide Acceptance, which are stated in the Balance Sheet 
at estimated realizable values, are being liquidated in satisfaction of this charge. 


linminenartcachedms tatrements, all balances, ase stated im Camadt an dollars ™ at 
the rate of exchange (Canadian $100 equals U.S. $93.21) as at December 31, 1968. 


2. Notes receivable: 


The receivables are generally represented by promissory notes secured by 
chattel mortgages and other commercial paper. Most of the debtors are in financial 
difficulties or in bankruptcy and every effort is being made to collect the outstand- 

\-ing notes as quickly as is practical in the circumstances. 


The estimated realizable value of the receivables has been arrived at 
after making an allowance for losses which may be sustained on realization of the 
notes. This allowance may be greater or less than the amount which might ultimately 
be required to provide for the losses from bad debts. 


PRICE WATERHOUSE & Co. 
CHARTERED ACCOUNTANTS 


P.O, BOX 51 


TORONTO-DOMINION CENTRE 


TORONTO iil 


: May 23, 1969. 
AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Atlantic Acceptance (Toronto) 
Limited (a wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In 
Receivership) as at December 31, 1968, the Statement of Deficit as at June 17, 1965 
as adjusted to December 31, 1968, the Statement of Deficit for the period from June 
18 to December 31, 1968 and the Statement of Loss for the year ended December 31, 
1968. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


A provision of $110,000 has been made as an estimated allowance for 
possible loss on the collection of the mortgages receivable. This allowance may be 
greater or less than the amount which might ultimately be required to provide for 
the losses from bad debts (Note 2 to the financial statements). 


Subject to the comments in the preceding paragraph, in-our opinion the 
accompanying Balance Sheet presents fairly the financial position of the company as 
at December 31, 1968. 


We have reviewed the adjustment made by the Receiver and Manager during 
the year ended December 31, 1968 relating to the assets at June 17, 1965, as set out 
in the Statement of Deficit as at that date, and consider it necessary in order to 
state the mortgages receivable at their estimated realizable value at December 31, 
1968. 


In our opinion the Statement of Loss for the year ended December 31, 1968 
presents fairly the income and expenses arising in that period while the operations 
were under the control of the Receiver and Manager of the parent company, and the 
Statement of Deficit for the period from June 18, 1965 to December 31, 1968 presents 
fairly the cumulative results of operations during that period. 


Chartered Accountants. 
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ATLANTIC 


ACCEPTANCE 


Exhibit 1 


LIMITED 


(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET = DECEMBER 31, 1968 


ASSETS 


Mortgages receivable, including accrued 
interest, less estimated allowance 
for possible loss $110,000 (Note 2) 


Accrued liabilities 


Advances from Atlantic Acc 
Corporation Limited 


Capital stock and deficit: 
Capital stock- 


Authorized- 40,000 shares without par value 


Issued and fully paid- 


Deficit (Exhibit 2)- 
As at June 17; 1965 as 
to December 31, 1968 


LIABILITIES 


eptance 


3 shares 


adjusted 


For the period from June 18, 1965 


to December 31, 1968 


$ 41,741 


$ 45 


242,152 


242,197 
$ 3 
$136, 276 
64,183 
200,459 
(200 ,456) 


$ 41,741 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 2 


ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF DEFICIT 
AS~AT JUNE 17>; “19657, 
THE DATE WHEN THE PARENT COMPANY WENT INTO RECEIVERSHIP, 
AS ADJUSTED TO DECEMBER 31, 1968 


Deficit at June 17, 1965 as adjusted 
to December 31, 1967 $136,806 


Deduct- Adjustment during the year ended 
December 31, 1968 relating to the 
mortgages receivable at June 17, 1965: 
Amounts received (or estimated to be 
received) from collections of the 
mortgages receivable in excess of 
their estimated realizable value 
at December 31, 1967 530 


Deficit at June 17, 1965 as adjusted to December 31, 1968 $136,276 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JUNE 18, 1965 TO DECEMBER 31, 1968 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER 
THE CONTROL OF THE RECEIVER AND MANAGER 


Deficit from June 18, 1965 to 
December 31, 1967 S' 50,454 


Add- Loss for the year ended 
December 31, 1968 (Exhibit 3) 


13,692 


Deficit as at December 31, 1968 $ 64,183 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


STATEMENT OF LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1968 


Operating income: 
Interest $ 2,490 


Operating expenses: 
Administrative- 
Adjustment of provision for possible loss 
on collection of mortgages receivable 


acquired from parent company in 1966 $297 
Capital and place of business taxes 42 
Miscellaneous 25 
364 
Excess of operating income over operating 
expenses before interest charges pe AE 


Interest on advances from parent company 15.618 


Loss for the year $13,692 


(The accompanying notes are an integral part of the financial statements.) 
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ATLANTIC ACCEPTANCE (TORONTO) LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


1. Basis of preparation of financial statements: 


Atlantic Acceptance Corporation Limited has been in receivership since 
June 17, 1965 and this has enabled the Receiver and Manager of Atlantic Acceptance 
to control the operations of Atlantic Acceptance (Toronto) Limited, a wholly-owned 
subsidiary. 


The assets of Atlantic Acceptance (Toronto) which are stated in the 
Balance Sheet at estimated realizable values are being liquidated in satisfaction of 
the advances from the parent company. 


2. Mortgages receivable: 


The mortgages are generally repayable in monthly instalments over periods 
up to 1972 and every effort is being made to collect the outstanding mortgages as 
they fall due. 


A provision of $110,000 has been made in the Balance Sheet as an estimated 
allowance for possible loss on collection of the mortgages receivable. This allow- 
ance may be greater or less than the amount which might ultimately be required to 
provide for the losses from bad debts. 
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PRICE WATERHOUSE & Co. 


CHARTERED ACCOUNTANTS ihe ede co mean 


TORONTO-DOMINION CENTRE 


TORONTO 111 


May 23, 1969. 


AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager, 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Commodore Factors Limited (whose 
shares are held by the Receiver and Manager of Atlantic Acceptance Corporation 
Limited - In Receivership) as at December 31, 1968, the Statement of Deficit as at 
June 17, 1965 as adjusted to December 31, 1968, the Statement of Deficit for the 
period from June 18, 1965 to December 31, 1968 and the Statement of Loss for the 
year ended December 31, 1968. Our examination included a general review of the 
accounting procedures and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


As explained in Note 1 to the financial statements, the company's property 
and assets were charged as security for the senior debt of Atlantic Acceptance 
Corporation Limited and are being liquidated in satisfaction of this charge. As a 
consequence the assets are stated in the Balance Sheet at estimated realizable 
values. 


\ The estimated realizable value of notes receivable has been carefully 
determined in the light of current conditions. However, because of uncertainties 
arising from the liquidation of the receivables, the actual amount realized may be 
greater or less than the estimated value recorded in the accounts (Note 2 to the 
financial statements). 


Subject to the comments in the preceding paragraph, in our opinion the 
Balance Sheet presents fairly the financial position of the company as at December 
an 1968. 


We have reviewed the adjustment made by the Receiver and Manager during 
the year ended December 31, 1968 relating to the assets at June 17, 1965, as set out 
in the Statement of Deficit as at that date, and consider it necessary to state the 
notes receivable at their estimated realizable value at December 31, 1968. 
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In our opinion the Statement of Loss for the year ended December 31, 1968 
presents fairly the expenses arising in that period while the operations of the 
company were under the control of the Receiver and Manager of Atlantic Acceptance 
Corporation Limited, and the Statement of Deficit for the period from June 18, 1965 
to December 31, 1968 presents fairly the cumulative results of operations during 
that period. 


Pnges It /at A 


Chartered Accountants. 
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COMMODORE FACTORS LIMITED 


BALANCE SHEET - DECEMBER 31, 1968 
(stated in United States dollars) 


ASSETS 
Cash. 
Notes receivable, at estimated 
realizable value (Note 2) 
Office furniture, at nominal value 
LIABILITIES 


Accrued liabilities 


Advances from Atlantic Acceptance Corporation 
Limited (Canadian $8,239,501) (Note 1) 


Capital stock and deficit: 
Capital stock- 
Authorized- 200 shares without par value 
Issued- 100 shares $ 


Deficit (Exhibit 2)- 
As at June 17, 1965 as adjusted 


A to December 31, 1968 $5,004, 25) 
: For the period from June 18, 1965 
to December 31, 1968 1,802,075 


Exhibit 1 


$ 3,228 
43,000 

iF 
$46,229 
SS 2,500 


7,680,039 


TSI Z DOO 


10,000 


_7,676,310 


Director 


(7,666, 310) 


SPP q6y 229 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 2 


COMMODORE FACTORS LIMITED 


STATEMENT OF DEFICIT 
AS: AP JUNE i775 9165), 
THE DATE WHEN ATLANTIC ACCEPTANCE CORPORATION LIMITED 
WENT INTO RECEIVERSHIP, AS ADJUSTED TO DECEMBER 31, 1968 
(stated in United States dollars) 


Deficit at June 17, 1965 as adjusted 
to December 31, 1967 $5,934,045 


Deduct- Adjustment during the year ended 
December 31, 1968 relating to the notes 
receivable at June 17, 1965: 

Amounts received (or estimated to be 
received) from collections of notes 
receivable in excess of their 
estimated realizable value at 


December 31, 1967 59,610 
Deficit at June 17, 1965 as adjusted to December 31, 1968 $5,874,255 


STATEMENT OF DEFICIT 
FOR THE PERIOD FROM JUNE 18, 1965 TO DECEMBER 31, 1968 
WHILE THE OPERATIONS OF THE COMPANY WERE UNDER THE CONTROL OF THE 
RECEIVER AND MANAGER OF ATLANTIC ACCEPTANCE CORPORATION LIMITED 
(stated in United States dollars) 


Deficit from June 18, 1965 sto 


December 31, 1967 $1,229,963 
Add- Loss for the year ended 
December 31, 1968 (Exhibit 3) 5/2402 


Deficit as at December 31, 1968 $1,802,075 


(The accompanying notes are an integral part of the financial statements.) 
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Exhibit 3 


COMMODORE FACTORS LIMITED 


STATEMENT OF LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1968 
(stated in United States dollars) 


Expenses: 
Capital and place of business taxes $ 157 
Legal 2555 730 
Loss in foreign exchange 5D, 310 
Miscellaneous 3 


Total expenses before interest charges 81,220 


Interest on advances from Atlantic 


Acceptance Corporation Limited 490,892 


Loss for the year S57 2e 142 


(The accompanying notes are an integral part of the financial statements.) 
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COMMODORE FACTORS LIMITED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1968 


1. Basis of preparation of financial statements: 


Atlantic Acceptance Corporation Limited has been in receivership since 
June 17, 1965 and this has enabled the Receiver and Manager of Atlantic Acceptance 
to control the operations of Commodore Factors Limited whose property and assets 
were charged as security for the senior debt of Atlantic Acceptance. The assets of 
Commodore Factors, which are stated in the Balance Sheet at estimated realizable 
values, are being liquidated in satisfaction of this charge. 


2. Notes) recelvabile: 


The receivables are generally represented by promissory notes secured by 
chattel mortgages and other commercial paper. Most of the debtors are in financial 
difficulties or in bankruptcy and every effort is being made to collect the outstand- 
ing notes as quickly as is practical in the circumstances. 


The estimated realizable value of the receivables has been arrived at 
after making an allowance for losses which may be sustained on realization of the 
notes. This allowance may be greater or less than the amount which might ulti- 
mately be required to provide for the losses from bad debts. 
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PRICE WATERHOUSE & Co. 


P.O. BOX 51 
CHARTERED ACCOUNTANTS 
TORONTO-DOMINION CENTRE 


TORONTO i111 


May 23, 1969. 


AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the Balance Sheet of Concourse Agencies Limited (a 
wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In Receivership) 
as at December 31, 1968, in which is incorporated a Statement of Deficit for the 
period from June 18, 1965 to December 31, 1968 and a Statement of Loss for the year 
ended December 31, 1968. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


In our opinion the accompanying Balance Sheet presents fairly the financial 


\ 


4 


position of the company as at December 31, 1968 and the results of its operations for 
the year then ended, in accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. 


Chartered Accountants. 
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Exhibit 1 


CONCOURSE AGENCIES LIMITED 
(a wholly-owned subsidiary of 
Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 1968 


ASSETS 


$ Nil 


LIABILITIES 


Advance from Atlantic Acceptance 
Corporation Limited $1,070 


Capital stock and deficit: 
Capital stock- 
Authorized- 100,000 shares without par value 
Issued and fully paid- 3 shares $ 3 


Deficit- 
As at June 17, 1965 (mo change 
to December 31, 1968) $774 
For the period from June 18, 1965 
to December 31, 1968- 
Deficit from June -18, 1965 
to December 31, 1967 $219 
Loss for the year ended 
December 31, 1968, represented 
by interest on advances from the 
parent company ($66) and miscellaneous 
expense ($20) 86 
Deficit as at December 31, 1968 299 


1,073 


(1,070) 
$ Nil 


Director 


Director 
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TORONTO-DOMINION CENTRE 


TORONTO ill 


Mayni2 35081969. 
AUDITORS' REPORT 


Montreal Trust Company, 
Receiver and Manager 
of Atlantic Acceptance Corporation Limited: 


We have examined the balance sheet of Pay As You Study Plan Limited (a 
wholly-owned subsidiary of Atlantic Acceptance Corporation Limited - In Receivership) 
as at December 31, 1968, in which is incorporated a Statement of Deficit for the 
period from June 18, 1965 to December 31, 1968 and a Statement of Loss for the year 
ended December 31, 1968. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


hz 


Oe In our opinion the accompanying balance sheet presents fairly the financial 
position of the company as at December 31, 1968 and the results of its operations for 
the year then ended, in accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. 


Prue Wola Gad me 


Chartered Accountants. 
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PAY AS YOU STUDY PLAN LIMITED 
(a wholly-owned subsidiary of 


Exhibit 1 


Atlantic Acceptance Corporation Limited - In Receivership) 


BALANCE SHEET - DECEMBER 31, 1968 


ASSETS 


LIABILITIES 


Advances from Atlantic Acceptance 
Corporation Limited 


Capital stock and deficit: 
Capital stock- 
Authorized- 
1,800 6% non-cumulative redeemable preference 
shares with a par value of $100 each 
20,000 common shares without par value 
Issued and fully paid- 
3 common shares 


Deficit- 
As at June 17, 1965 as adjusted 
to December 31, 1968 (no change 
during 1968) $28,437 
For the period from June 18, 1965 
to December 31, 1968- 
Deficit from June 18, 1965 
to December 31, 1967 $5,318 
Loss for the year ended 
December 31, 1968, represented 
by interest on advances from the 
parent company ($2,252) and 
miscellaneous expense ($20) yA AP? 
Deficit as at December 31, 1968 7,590 


Director 


Divector + 


$ Nil 
$36,024 
$ 3 
36,027 
(36,024) 
$ Nil 
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MERCANTILE BANK BUILDING 


etait Bio neke FREEPORT, BAHAMAS 

E.R. FINGLAND 

lL. CROPPER CABLES: PRICEWATER FREEPORTBAHAMAS 
A. H. BRIGGS TELEPHONE: 7801 (3 Lines) 
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GORMAN 


The Shareholders 
Lucayan Beach Hotel and Development Limited 


We have examined the accompanying consolidated balance sheet of 
Lucayan Beach Hotel and Development Limited as at 30th September, 
1968 and the related consolidated profit and loss account for the 
year ended 30th September, 1968. 


ACCOUNTING RECORDS AND SCOPE OF EXAMINATION 


We have maintained the accounting records of the Company and its 
subsidiaries for the year under review. We have also carried out 
such verification procedures and examined such other supporting 
evidence as we considered necessary in the circumstances. 


BALANCE SHEET 


The group has 

wegistersmof the various fixed assets. As a consequence, it 
has not been possible to satisfy ourselves 

e that assets 
have been retired or lost and the corresponding asset values 
remain in the accounts. 


Certain freehold land is included at Directors' valuation in the 
amount of $2,500,000. The valuation was ratified by the share- 
holders at a meeting held on 14th June, 1965. hers ,43 
credited to Capital Reserve and utilised to write o e hotel 
operating losses arising before 28th February, 1965, and to partly 
re-capitalise the Company, in January, 1965. 


on» fc p §, made 
prior to 3lst December, 1965 affecting the Capital Reserve, Share 
Capital and Profit and Loss Account. 


1 


CONTINGATEON A AE PRICE WATERHOUSE & CO. 


The Bell Channel Villas and Lucayan Marina and Apartments were purchased 
during 1965 at an aggregate cost of $6,009,874, from Daylite of Grand 
Bahama Company Limited, a company now in receivership. Daylite had 
borrowed large sums of money which came indirectly from Atlantic Accept- 
ance Corporation Limited which is also in receivership. The Company 
issued 1,250,000 of its ordinary shares on 18th January, 1965 for an agg- 
regate cash consideration of $3,500,000 and immediately paid this money 
to Daylite in partial settlement of the purchase price of one of the 
properties mentioned. Information disclosed to a Royal Commission in 
the Province of Ontario, Canada, indicates that the Company and Daylite 
may not have been dealing at arms length, and there is, therefore, a 
possibility that the purchase price of the Bell Channel Villas and the 
Lucayan Marina and Apartments may be greater or less than the price . 
that would have been paid under competitive conditions. 


We have been unable to obtain sufficient information to satisfy our- 
selves as to the transactions leading to the recording in the books of 
the Company during 1965 of credits received from Daylite of Grand Bahama 
Company Limited in the amount of $200,000 as settlement for the Company 
agreeing not to participate in a construction venture and $250,000 
towards settling the Company's liability under a contract for the pur- 
chase of a building. The former amount was credited to the Capital 
Reserve Account and the latter amount was credited to the cost of 

fixed assets. ; 


CONCLUS ION 


In our opinion, except that we have not been able to satisfy ourselves 

as to the oS s Peres Pt GeeMo reyes vadwero fC Omerinedl xed assets, and 
resulting from the latter the possible effect that such valuation’ mayi 
have on the validity 6f"aceounting entries affecting the Capital Reserve, 
Share Capital and Profitand»LossAccai nt, "thes accompanying” consolidated 
balance sheet and consolidated profit and loss account present fairly 
the financial position of Lutayan Beach Hotel and Development Limited 

at 30th September, 1968, and the results of its operations for the year 
ended on that date, in accordance with generally accepted accounting 
principles. 


tie eed 
ey a 


Pq PS eer ST an a a a 


vy Qnaennne-<wssstenitaianintniiaccsiteaiaiiibiiie 0 , 
va | e 
3! January, 1969 — GO) merc fa 


Freeport, Bahamas. 
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LUCAYAN BEACH HOTEL AND DEVELOPMENT LIMITED 
AND _ SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET AT 30TH SEPTEMBER, 1968 


aE Ei a a a a EL etoile taal 
(Stated in United States Dollars) 


ASSETS 
1967 
CURRENT ASSETS 
S) Poi 003 Balance with bankers S 10,496 
Accounts receivable and pre- 
29,156 payment W5825 
180 ,959 S Lego21 
INVESTMENT IN AND ADVANCES TO 
UNCONSOLIDATED SUBSIDIARY 
COMPANY (Note 3) 29,814 
FIXED ASSETS (Note 4) 
Freehold land, hotels, apart- 
ments, marina,fixtures, 
17,580,039 fittings and equipment 17 ,690 , 626 
2,149 , 220 Less: Accumulated depreciation 2,825,564 
15,430,819 14,865 ,062 
) DIRECTORS 


2d, 611,778 SPORES MERE 


The notes attached hereto form an integral part of this statement. 
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LUCAYAN BEACH HOTEL AND DEVELOPMENT LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET AT 30TH SEPTEMBER, 1968 
(Stated in United States Dollars) 


LIABILITIES AND SHAREHOLDERS ' EQUITY 


1967 
CURRENT LIABILITIES 
Accounts payable and accrued 
$ 457,792 charges $424,183 
LOANS including accrued interest 
95947,723 (Note 5) 9,548,032 
SHAREHOLDERS' EQUITY 
Share Capital authorised and 
issued 10,000,000 shares of 
B 72¢ each 
7,000,000 fully paid (Note 2) $ 7,056,000 
1,347,553 Capital reserve igs) We) 
8) 53a Ded 85347 ,553 
Profit and Loss account 
(2,741 id) (deficit) (3,406,571) 
3,006).209 4,940 ,9&2 
$15,611,778 j $14,913,197 


The notes attached hereto form an integral part of this statement. 
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LUCAYAN BEACH HOTEL AND DEVELOPMENT LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 30TH SEPTEMBER, 1968 
(Stated in United States Dollars) 


1967 
onn0/1,856 Depreciation SOG. OaS 
504,914 Loan and other interest 545,940 


General expenses, repairs and 


140 , 300 maintenance 39 ,696 

iL? 010 201979 
Less: Rental income from leased 

500,000 facilities (Note 1) 596,698 

SET 070 LOSS FOR THE YEAR 665,281 

2,017,921 DEFICIT AT BEGINNING OF YEAR Zo fol. Zou 


pow OL 1 oLess?, Prior.year -acjustment - 


ee 1, 924.220 


$2, 3,406,571 


> 


The notes attached hereto form an integral part of this statement. 


BS sy 
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LUCAYAN BEACH HOTEL AND DEVELOPMENT LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AT 30TH SEPTEMBER, 1968 


NOTE 1 - GENERAL 


All properties of the group are leased out on full repairing leases ex- 
piring variously from 1970 to 1974. 


The rent receivable from the hotel operating company, Lucayan Beach 
Management Limited, is equal to two thirds of the operating profit. An 
amount of $96,698 representing two thirds of the operating profit for 
the year ended 30th September, 1968 has been taken into these financial 
statements. 


Rent receivable from other full repairing leases amounts to $500,000 
per year. 


NOTE 2 - SHARE CAPITAL 


During the year by Extrordinary General Meeting the company increased 
its authorised Share Capital to B$7,200,000 divided into 10,000,000 
shares of B 72¢ each. The sum required to increase issued share capital 
to B 72¢ per share fully paid was appropriated from Capial Reserve. 


NOTE 3 - INVESTMENT IN AND ADVANCES TO UNCONSOLIDATED SUBSIDIARY 


COMPANY $29,814 


At lst September, 1968 the company acquired the entire share capital of 
Lucayan Beach Management Limited, the hotel operating company at a 
figure equal to that company's total shareholders' equity. The opera- 
tions of this subsidiary have not been consolidated in these financial 
statements, however, credit has been taken for rental due under the 
lease agreement (See Note 1 above) d 


The investment and advances comprise the following:- 


Share capital at cost = ale Be ee 

Repayment of advances made by previous owners 

Current account 1,745 
52 seo 

Less amount of loan from subsidiary YY se 
S 29,814 
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Page 2 
NOTE 4 - FIXED ASSETS 


(i) Details of fixed assets and depreciation thereon are 
as follows:- 


Cost or Accumulated 
Valuation Depreciation Net 

Freehold land, hotel build- 

ings and apartments $12..735 569 Si 65% 126 $11,084 ,443 
Marina, wharves and equip- 

ment 2,96) ,000 D2 leo 2, 53230)D 
Furniture, fittings and 

equipment Zig 3105057 La a ae ae, 1,247, 744 


$17,690,626 $2,825,564 $14,865 ,062 


(ii) Fixed assets are included at cost n 
f£ 


(iii) Annual rates of depreciation are as follows:- 


Hotel and apartment buildings 37% to. 747 
Wharves raf 
Furniture, fittings and equipment LO% to..257 


NOTE. 5 - LOANS 


The Company has received the following loans from the Receiver and 
. Manager of Atlantic Acceptance Corporation Limited :- 


(1) Secured by Debentures with a specific charge on the 
freehold and leasehold property of the Company and 
floating charges on all other assets of the Company 


The loans are repayable on demand and carry interest 
at 6% per year 


(2) Unsecured loans including accrued interest and 
carrying interest at 6% per year, repayable 


on demand. 2,330,090 
——SSSSSS==sS 
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NOTE 6 - RATES OF EXCHANGE 


All amounts are stated in United States Dollars and where necessary, 
Bahamian Currency has been expressed at the rate of:- 


Bahamian $1 = U.S. $0.98 
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